US. Direct Investment Abroad in 1980

B[AJDR developments related to 1.5,
direct investment abroad in 1380 were!

® The T7.3. direet investment posi-
tion sbroad inereased 14 percent, to
$213.5 billion, following » 15-percent
increage in 1979. Tt increased 21 porcont
in petroleum, 13 percent in menufne-
turing, and 12 percent in *other”
industries.

® The $26.7 billion addition fo the
pogition sonsisted of capital outfows of
$18.5 billion and wnusually large valus-
tion adjustments of §3.2 billion. Capitn]
outfiows—the sum of equity nnd inter-
company aceaund ountflows and rein-
vegiad enrnings of incorpornted affili-
atpe—were concentrated in devaloped
countries, Valuation edjustiments were
concentrateq in developing countries,

® Fruity and intevcompany account
outflows declined $2.4 billion, to $L5
Lillinn—:ihe second lIowest ievel of ant-
flows ginen 1860, Large inflows from the
Middle East brancl of a T.8.<incorpo-
vated petrolenm company and drom
Netherlands Antillenn finance affilintes
substantinlly offset outflows to other
affiliates,

@ Tainvested earnings of ineovpo-
rited foreigm nfidintes declined 10 per-
cent, 1o $17.0 billion. Much of the da-
cline wns in the United Kingdom,
where reinvested earmnings had been
hoosted in 1979 by 2 tax change.

® Direct investment income deciined
4 percent, to $26.8 billion. Shifts to
negative income from automobile man-

Nere—Fotricin O, YWolker supervlsed the
proparation ¢f the revizad eatimates published
in thiy artiele pnd wryote part of the teelinical
nota. Patricln E. DHyenu ard] Rolph Kozlow
prepared the estimates, Balethn I Cocbin,
Filwirmi 1. Simons, and Rueesll O, Toit &s-
slzted in tabmladog the dota. Bmith W, All-
nytt JII gegigned the necesmnry compiter
programa.
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uvlacturing affilintes in developed areas,
and from the proviously mentianed
Middle Fast brench of a T7.5. potroleum
company, more than ofset incranses in
income from =2l other sffiliates
combined.

® Feos and royalties inoreased 14 per-
cent, to §5.7 billion. The incrense was
primarily in royalties, license fees, and
other fees for the szle or use of intangi-
Dis property.

The prelininary estimates for 1080
and revised estimetes for 1977-79 pob-
lished i the aceompanying tables n-
corporate the results of BEA% 1977
benchmark survey of U5, dirsct invest-
ment  abroad Previcusly published
estimates wers linked to the preceding
Lenchmark survey, whicl: coversd 1968,
A technical note at the end of the nrticle
cxpiaing the procedura wsad o expand
sample data collected in nonbenchmork
yeurs to universe estimates and sum-
marizes the major differences in con-
cepts, definitions, and presentation be-
twean the previons and revised series,

.8, Dircet Investment Position

At yemrend 1880, the U.5. dirvect in-
vestment position abroad was $2135
billion {table 1). The positiop iz the

1. Cepalled Godings angd & methodolopr of the
1077 benchmark enrvor wore published In 0.2,
Dived Totdrimand Abredd, 1277, DL, Dapartment
ol Compaeres, Evrenn of Eeonomle Analrala Captes
iy be obtnlned fram the BEoperlntendant of Doeu-
menty, 1.8, GFO, Woshingten, DoC. 2MOT, prics
31040, stock number G0F-010-ATH-1. Tiug typis
af dads were tollocted In the 1077 marvey: firsk,
direct lovestment noeltlon ard batonnea of poy-
rueals dote. whieh are the Sohiect of fhix wirHels,
ond =moepd, U0, parent ond forcign aMiiate A
AARCIAL ond operoting Jata, which Wwerd 5o mmarkmed
L Interamticool Investment Division, 1077 Buach-
mark Bsrver of U.B. Direct Invsaiment Abrgid,™
SumvyeT or CUREERT DUSINESE 01 (Aprld 1D8E1) :
20-ar.

By OBIE ¢. WHICHARD

ookt value of LS. direct investors’
equity in, and net outstanding loans to,
their foreigm affilintes.*

By industry, 22 persent of the posi-
tion +wos in petroleum, 42 percent in
menufacturing, and 36 pereent in
Ygther” industries (tabls 2). Within
monufacturing, the position was largest
in ‘“other manufacturing” (meinly
paper, instruments, rubber, and tex-
tiles}, chemicals, and nonelectrical
machinery. Within “other” industries,
the position was largest in finahce (ex-
copt  banking), insurance, and real
cstnte, ond in trade,

By nren, T4 psvcent of the position
wns in developed countries, 28 percent
in developing countrics, nnd 2 pereent
in “international® {for definition of the
latter aren, see technienl note), Within
the developed countries, over 80 percent
of the position wea in Europe, whera
the United I{ingdom and Germany had
the lnrgest shares. Within the develop-
ing couniries, almost three-fenrths of
the position was in Latin Americn; the
largest shores wera in Bermudn—
mainly in finance pfilintes—and Brezil.

Incorpornted sffilinstes accounted for
84 percent of the pesition, and unineor-
porated afiliates for 16 percent. Most of
the investment in incorporated affiliates
was equity (eapital stock and retwined
enrnings) rather than debt {intexcom-
pany necounts) (table 3.

2. The poaltion le sametimes vonfused with, and
syanil bo distingpisleed from, totnsl neasks of tha
wiilates themselres, which are the sum of totad
owners' pquity held by, and total lnbilltlee swed
to, loth (LB, ¢lrett inveptors and oll other peredine.
Ateording to the 1077 tenchmark survey, forgigo
nMHnkey had totml asseks of 35206 LIlTlon, eom-
parod with o .8, dlrect Inventment position sbrend
of F140.0 HYfon, &t Fenrend 1677, Banklog adilntan
acecunbed for lurt aver enelmlf &f the diferanse
tetween the bwp Gguren For monhonk affillates, the
tomparable Sgures wort F404.G billlon and §i41.8
bllitan, roapectively,
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The intercompany account compo-
nent of the position in incorporated
affilistes ia the net of LS. parenis’ ne-
connts recaivabhle from afiliates and
accounts paysble to affilintes. At yenar-
cnd 1980, veseivables were nbout twice
a5 large as paysbles. The largest vaceiv-
ablez were those due from Kurapean
manuiacturing affilintes, while the lnrg-
eat payables wers those owed to Latin
Ameriean affiliates in “other™ indus-
tries. Most of these payables were owed
to Netherlnnds Antilisan finnnce offili-
ates, which were established to borrow
funds abroad and relend them to their
U.B. povents. The payables more than
offsat the other, positive, components of
the position, and, congequently, U.S.
parents had n Jarge negantive dirvect in-
vestment position in the Natherlsnds
Antilles. (For diseussion of the provi-
ous ond pregent treatment of Nother-
lands Antillean finance affilintes, see
technieal note.}
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1980 Addition

The addition to the position wns $26.7
hillion, or 14 percent, in 1930, compered
with $24.0 billion, or 14 percent, in 1879,
The 1960 addition consisted of capitrl
outflows of $18.5 bililon and veluation
ndjustments of $8.2 billion, In the ab-
sence of the unusually lerge valoation
adjustinents, the position would have
increased nbout 10 percent in 1880.

Capital outfows congisted of equity
and intereompany account outflows of
$1.5 billion ond reinvested earnings of
incorporated affiliates of B17.0 billion.
About 8 percent of capital outfRows
wern to developed countries, primarily
in Enrcpe. Within Europe, outflows to
the United Ilingdom, Germany, Swit-
zerland, and France were largest. The
much smaller capital ontflows to devel-
oping conntries reflected large equity
and intercompany secount inflows from
both Netherlands Antillesn finance affil-
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intes and the Middle East branch of a
1.5 dncorporated peiroleum company.

Vaoluation adjustments were conceh-
trated in developing countries, where &
Iarge ndjustment was made to reflect a
change in the noture and status of the
operations of the abore-mentioned Mid-
dle Enst bronch of a TS, petrolenm
company, and to condform to o chonge
in acconnting for the branch ag re-
ported to BEA by the U8, company.
During 1380, the 115, parent trans-
ferred tha braneh’s oil produetion facil-
ities and most of its refinery facilities
to the host government, which paid the
balonce of the consideration for such
ns=ets, However, the branch continued
to exist, prineipally as n trade and serv-
ice company.

Raofore the fasilities were transferred,
the branch wes primarily engaged in
erude oil production, In producing the
oll, it incurred tax snd royalty liabiliCies
to the hest government ond, subse-
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quently, in selling the cil, nequired ae-
counibs recaivable due from the ELS.
purchasers. Because the receivables
ware trancferred to the U.S. pavent for
settlement, whils the tax and royalty
lighilities remained with the foreipn
braneh, & negntive TLS. direct invest-
ment position in the branch resulted.

Binee the focilities weve transferred,
the foreign brench, ag part of its trad-
Ing operntions, purchases oil from the
host movernment and incurs neecunts
poyable to the government; when the
oil is resold, the branch aequires ac-
counts receivable duoe from the pur-
chasers, The accounts payable as well as
the agcounts receivable are transferved
to the 11,8, parent for settlement. Thus,
no significent direct investment posi-
tion, either positive ot negative, nrises
irom the branch’s trading opacstione
The above-mentioned valuation adjust-
ment reflected the removal of the ac-
counts payable from the dircct invest-
ment account and their transfer to the
geconnt of LS. noenbaaldng concerns
as commercial linhilities to unafilinted
foreigners,

SURVEY OF CURRENT BUSINESS

Table 2Z.=—Composition U.8, Direct
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Equity and Intercompany account
oulflows

Equity snd intercompany account
outflows declined $3.¢ Dillion, to $1.5
billign (tabls 4). They were ot the soc-
ond lowest level since 1959, {Qutflows
were smaller in 1874, when sharp in-
erenses in erude oil prices resulted in
Inrge inflows from affilistes in petrole-
wn producing areas.)

By type of afflicta and aseocouni—
The $3.4 billion decling in outflows was
more than necounted for by o §2.5 bil-
lion shift from outflows to, to small in-
flows from, unincorporated affilintes.
Flows to or from these sffilintez are
shown as o single summary account con-
sisting of the perents’ total elnima, both
equity and debt, on the ofiiliotes’ nst
asseks,

FPurtly offsetting wos o $0.4 billion in-
crease in ouiflows to incorpornted nffili-
ates, The ineragse reflected s $1.5 Lillion
increase in ountflows for capitsl stoek,
portly offset by 2 $1.1 billion shift to in-
flows on intetcompany nccounts, The in-
crease in ontflows for capital stock—

oorperaiad alli
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the net of increases nnd decreases in
1.8, parents’ holdings of staek in affili-
atez—ocourred beepuse inereases in
stocls wero Jarger, and decreases smoller,
than in 1979, The shift to inflows on in-
tercompany accounts stemmed from
smaller insrensss in U8, parents’ re-
ceivables from, partly offset by smaller
increases in their payables to, affiliates®

By industry and erea—By industry,
a Jarge shift from equity and intercom-
pany account outflows to inflows oe-
curréd in petroleum, while outfows
tripled in menufseburing and inerensed
slightly in “other” industrics. By ares,
outflows to devaloped <ountries in-
croased $2.3 billion, to $6.1 billion;

% Inereapes (décroipea} In recelwpbleg ore jnoter-
ecsmpany accooot sotfowss {inllewst, while in-
oranmen (JociéAmoi} LE Parables ame Inflows |oul-
flov). The chazgs In Infsrcompany Lecsunt swt-
Mowy | thes the second-order change (Le. the

chpnge io the changa) in secebvebles miows the aoc-
rod-order change 10 pazubles,
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there was a $6.2 billion shift to inflows
from developing countries, and o $0.4
billion decline in inflows from “inter-
national.”

In petroieum, thers was o 5.9 billion
ghift from n §3.1 billion outflow in 1979
to o $2.58 billion inflow in 1980, Most of
the shift was accounted for by a $5.1
billion shift to inflows from developing
countries, The latter was almoat en-
tively in “other™ developing conmtries,
primarily in the Middle East. In 1979,
large cutfows to this nkes ware associ-
nted with & shortening—in compliance
with host povernment reqnests-—of the
aredit torms that afilintes extended to
purchasors of erude oil, In 1950, large
inflows were associnted with the previ-
cusly mentioned final payment by n
Middle Enst government for the facili-
ties of the branch of o U.S. petroleum
eompany.

23

For developed countcies, there was a
£0.9 hillion shift to small inflows. The
shift was in Eurcpe nnd “other” devel-
oped countries. In Europe, it was en-
firely in transnctions with uwnincorpo-
rated British affiliates operating in the
Morth Sea ares nnd in intercompany
account transactions with incorporated
affilinten. In “other” developed coun-
tries, it was largely in intercompany
seconnt transactions with ineorporated
afliates, mainly in Japan. In both Eu-
rope and “other” developed eountries,
particularly the latter, the shifts to in-
flows were primarily in U.5. parents’
receivables; they probably reflected
changes in such faetors ns the prices and
volume of oil sold by the parenis i
affilintes in theso areas, and the timing
of both the ssles and the nifiliates’ pay-
ments for the vil.

Tabla A.—Equity and Intercompany Account Qutflows, by Type of Aflace, 197980
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Qutflows to Canadn incrensed, pri-
marily because decresses in U.B. par-
ents holdings of capitsl ztoek in affili-
ates wera larger in 1979 thap in 1980,
Canadas National Enevgy Program,
which was proposed in Ouctober 1980
and was designed to encourage in-
crensed domestic ovmership of the Ca-
nadian petroleum mmdustry, did not
result in signifeant TS, disinvestments
until 1981. {However, partly in re-
sponse to other Canadian policies, sov-
aral disinvestments did ceenr in the fow
¥years before the program's anncunce-
ment, and, as mentioned below in the
section on outflows by status of affilinte,
4 disinvestment in an indirectly owned
petroleum affiliate earlicr in 1950 pe-
sulted in inflows in “other™ industries.)

Outflows to mensfecturing affilintes
inerensed $2.4 billion, to $3.5 billion,
Adfiliates in developed countries, par-
ticulnrly Europe, more thon accounted
for the incrense; outflawa to affiliotes
developing countries declined slightly.

For Europe, » shift from emall in-

SURVEY OF CURRENT BUSINESS

flows to sizable outflows oconrred,
mainly becanse of changes in flows to
and from British and German auicmo-
tive affiliates. These nffilintes had made
large loans to their 1.5, patents in the
second half of 1973 and, on a slightly
reduced scale, in the first three quarters
of 1980, The loans were repaid in the
fourth quarter, eausing the larpe year-
to-yenr shift, and then new loans were
extended in the Avst quarter of 1981,

COutflows to nfilintes in ¥other" indus-
tries incrensed $0.1 billion, to $0.8 bil-
ion. The increase veflected sevarn] moch
larger, but offsetting, changes. Dutflowe
to developad countries increased $0.6 bil -
lion, to $1.9 billion ; inflows from dewvel-
oping countries increased $0.8 billion, to
§1.0 Billion ; and inflows from “intems-
tional? de&lmed $0.2 billion, to $0.1 hll-
lieat.

Within deselopad eouniries, outflows
to Europe increased $1.4 billion, mainly
veflecting the nsquisition of an offilinte.
In contrast, there was o $0.9 billion
ghift to mflows from Canada, largely

Augost 1981

a5 n result of the sels of severn] affiliates
by 1.5, direot investors.

Almost all of the increese in inflows
from developing eountries wos in Latin
America. Netherlonds Antillesn finance
nffiliates more than nceounted for the in-
crease. Inflows from these affiliates
largely represented relending to T.3.
porents of fends borrowed abroad Ly
the affiliatee. The inflows were large in
both 1972 and 1980—%1.2 billion and
$24 billion, respectively. Acceleration
of the inflows reflacted generally moro
favorable conditions in Eurobond mar-
kets, where much of the borrowing orig-
inated.

By sfalvs of afliate—Table § shows
cinity nnd intercompany account out-
flows te new afliliates, to affiliates ligui-
doted or s0ld, snd to sll other offiliates.
The table shows, for sffiliotes whos
status ehinnged, both the flows assecinted
witl the changs in status—such na out-
flows thot finsnced an acquisition or in-
flows that veflected the proeseds of a
liquidation or sale—end all other flows.

Table 5.—Equity and Intercompony Aecount ChutBows, by Statua off Affiliate, 1979=50
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Inflows from offilintes Ehat were
Tiquidated ov sold were $1.9 billion, end
outdlows to new affilintes were $0.2 bil-
lien. {The comparable figures for 1879
were $1.5 billion nnd $0.3 billion, respec-
tively.)

QOutflows to newly acquired afiiliates
wera $1.0 billion, and there wers inflows
of $0.8 billion from newly esinblishecd
affilintes. Outflows to newly acquired
affilistes were largest in “other™ indus-
tries, and included outflows to finance
the acquisition of a large DBritish in-
gurance company. Inflows from Latin
Awmorican affiliates in “other” indnstries
mors thon aceounted for the inflows
from newly established affliztes; they
reflected the trenafer to TS, parents of
the proceeds of foreign borsowing by
new Netherlands Antilleen finance afil-
intes, Outflows to newly cstablished af-
filiates wers largest in petrolenmn; n
that industry, eeveral affilintes engnged
in oil and gas exploration and extrac-
tion in “other” developing ecountrics
largely accounted for the outflows.

SBURVEY OF CURRENT BUSINESS

Inflows from offiliates that were sold
were $1.7 billion, and inflows Erom affili-
ntes that were liquidoted were $0.2 bal-
tion. Seventy perceni of the inflows
from affitiates that wers sold weve in
Yother” industries. Within “Yother” in-
dustries, e inflows were concentbrnbed
in Canada, where o coal mining affiliate,
2 holding company through which a
U.8. parent owned o number of public
utility affiliates, and severa) other affili-
ates wera sold in 1980, Inflows from the
coal mining nffiliste veflected the pro-
coeds of Cwo transaetions : fivst, the 1.5,
parent's sule, toward the end of the year,
of its remdining minority intevest in the
affiliate, which it hed once wholly
owned, and seeond, the offilinte’s sale
earlier in the year of & patroleum affili-
ato thet 16 onwned.

Relnvested carnings

Beinvested enrnings of incorporated
affihates declined 10 percent, te $17.0
billion {talle §}. Reinvested earnings
consist of earnings {ie, U.5. pavents’
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shares in the net incoma} of incorpo-
rated affilintes lase pross dividends (i.e.,
dividende before deduction of foreign
withhslding taxes) on commen and
preferted stock held by U.S. pareats.
The decline in reinvested earnings pri-
marily reflected & 15-percent inerease in
gross dividends, By ares, reinvested
carnings dechined 15 percent in davel-
oped countries, incrensed 6 percent in
developing countries, and declined 5
pereent in “internstionsl” By indus-
try, they dectined in pefrolearn and
manufactoring, and incrensed slightly
in “other” industries. The reinvestment
ratio—the fraction of carnings reinvest-
ed—declined from 0.85, which wns o
record high for the years 1960 forward,
fo 0.50.

British affilintes accounted for over
T0 percent of the decline In reinvested
earningz and for ahout one-haif of the
decline in the reinvestment ratio, These
nifilintes* reinvested enrnings and re-
investment rotios wera affected by
chaages In taxnticnr in both 1070 nnd
1980. In 1279, their earnings were hoost-
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ed as & result of new legislation that
permitied them, along with other
British companiay, to eliminate certain
deferred tax liebilities.* The legislation
hed Leen widely anticipated, and the
sliminaticn of the liabilities generally
did not give rise to increased dividend
payments. Cansequently, both reinwest-
ed earnings and the reinvestment ratio
wire roisel above what they otherwise
would have beon. In 1980, 5.3, parenta
received tax refunds, which were in-
cluded in both the earnings and gross
dividends of their incorporsted af-
filietes, Since eprnings and gross divi-
dends wore increased by eqnal nmounts,
reinvested earnings were not affected,
ond the reinvestment rotio wos lowered.
The refunds—of the Advanee Corpora-
tion Tax—were made as a consequence
of a new tex treaty beiween the {Fnited
States and the Tnited Kingdom. They
permitted T1.5. stockholdoers of British
corporations to Denefit retronstively
from a tax eredit that previously had
bean available only to British stock-
holders,

Reinvested earnings of petrolenm
affiliatea deelined 16 pereont, to $4.6 hil-
lion. They deelined 7 peresnt in davel-
cped eountiies nnd 25 pereent in
developing conntries. Tha deeline in do-
veloped eountriss wns eentersd in Fa-
rope, partienlarly in the United King-
dom and the Netherlands: in hoth
countries, the deelines wern nttributable
to inereases in dividenda The deeline in
developing countries was concentrated
in the Bahamasz and Beymitdn, and was
due to declines in earnings in both
countrias.

Reinvested enrninge of smanufucter.
ing affiliates doclined 16 pereent, to $6.4
billion. They declined 32 percent in de-
volaped countrics and inereased 79 peg-
cent, from a much smaller buse, in
developing countries.

Over 88 pereent of the decline in de-
veloped cowntries was in Europe, Sharp
declines, particularly in Eransporintion
cquipment manufaeturing, ocenrred in
the United Kingdom nnd Gormany as
o result of declines in earnings.

4. The Jeglalntlon and lta acewomting trentment
are eommuclzed In Oble 2. Whlchard, ""0.8. Direct
Inverment Abroad in IOTL" Bomvee 80 (Augest
10B0) : 30-X1,
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The increnss in developing countries
was almast entirely in Latin Ameriea,
wheve, In turn, neavly nll of the increase
was in Bingl, Mexico, and Argentina.
In Brazil nnd Arvgentina, incrensts re-
flected both increnses in emrnings and
declines in dividends, while in Mexica,
almost all of the inorense was attribut-
abla to an increase in earnings.

In “grlier” industries, reinvested
earnings increased 2 percent, o $8.1 hil-
lion. They increased 4 percent in devel-
oped countries and declined 3 percent
in developing countrics, In developed
countries, increases in Cemada ond
“other" developed countries move than
offset a decline in Eurape; oll of these
changes were primavily sttributable te
changea in carnings. In developing
conntries, a declina n “other® develop-
ing countries, where o Middle East
affilinte paid an unwsunlly large divi-
dend, more then accounted for the
decline in reinvested enrnings.

Income

Income, the return on the T8, divect
investment position abroad, deelinad 4
pereent, to $86.8 hillion {table T}, In-
come consists of earnings—ij.e, TS,
parents’ equity in the net incomne {(aftor
foreign income taxes) of their foreign
wfiilintes—plus nat interest raseived on
intercompany acecounts, less withhold-
g taxes on dividends and inforest
{table &), Alternatively, it is the som of
{1) interest, dividends, and envnings of
unincorporated nffilintes and (2} rein-
vested  enamings  of  incorporated
aflilintes.

Income declined i percent in devol.
oped comntries and 11 percent in devel-
oping eonntries; it mora than doubled,
fram a relatively emnll base, in “inter-
national.” Tho deecline in developed
connkeies was in Evrope, and that in
developing counirics wns in “other™
developing countries.

Income from petrolewmn aflitiates do-
clined 3 percent, to $13.0 billion, It in-
creased 22 percent in developed coun-
tries and declined 33 percent in
developing countries. It nonrly tripled,
from a relatively smnll 1970 base, in
“international.”

Angust 1AE1

Within developed countries, Euro-
penn affiliates had the lnrgest increase—
mora than 30 percent. The increasn was
accounted for by British, Norweginn,
and Netherlends affiliatea enpaged pri-
marily in oil and gns extraction and, in
severnl eountries, by refining ond mar-
keting affiliates having seccess to rels-
tively low-priced Sandi Arabian eruda
cil. Income also inereased in both
Connda nnd “other” developed coun-
tries, The inerease in Chnada would
have beon significently lavger had 1979
income net been mflated by copital
guins on oil- nnd gas-produsing proper-
ties sold by two unincorpoerated affili-
ates in thiné year.

Within developing countiies, the
decline wos centered in “other” develop-

© ing conntriex Tn that area, income

declined 3¢ pereent. The decline was
moro than accounted for Ly the previ-
ouzly mentioned change in the natuve
ond statva of the operations of the
Middle East branch of a TS, petro-
leum company, As a result of this
change, the branch experienced o loss,
cansed by a reduction in oporsting in-
come and a nonrecutring capital loss
Income from cther afliliates in this area.
pacticulagly those opersting in Indo-
nasia, increased. In Indonesia, the in-
crease npparently reflecied kigher erude
o] prices.

Income from nfiliates in Latin Amer-
ica declined more thon 30 percent.
Offshore trading affiliates largely ne-
counted for the decline. These sffiliates
carningz had inereased sharply in 1970,
when the prices at which they could re-
sell oil inereased faster than the prices
gpecified in their contracts with the oil
producing countries from which they
purchaged it. In 1980, in contrast, in-
creases in contract prices genernlly
conld not be fully passed on, and af-
filintes’ profit margins narrowed.

Income from momufacturing afil-
intes declined 14 percent, to $11.3 bil-
Lion, It declined 22 pereent in developed
comntries and increased 33 percent in
developing countries. The decline in de-
veloped countries was congentrated in
Europa, whera ingome declined 27 per-
cent. There wers smaller declines in
Cannda and “other’” developed coun-
tries,
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The declines in developed countries
reflected a general slowing in cconomic
ectivity as well asseveral] foctors speoif-
iz to the automebile indusiry. The
latter included rising fuel prices—
which dampened demand for automo-
bilez generally and shifted it toward
smadler, less profiteble models—and in-
crassed]l compotition from  Jepaness
imports. Of the $2.5 billion decline in
income from affilistes in developed
cotntries, 22,2 billion was in transpor-
tation equipment, where income shifted
from poeitive ta negative. The largest
¢hange—a shift to negative income-——
oecurred in Germeny. A large deeline
occurred in the United Kingdom, and
smelier declines in severnl other coun-
trics,

Income from offiliates in developed
countrics also declined in food products,
chemicals, and nonelectrical machinery.

Leglnnlag- end oncl-néyear direl Inveatment positions,

The lergast declines were in the Tnited
Hingdom, and pechaps veflecied both
& mgre prononneed economic slowdown
there than in most other developol
countrics and the eflects of the previous-
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Iy mentioned tax chonges. {Income was
probably boostad significantly more in
1979 by elimination of the deferred tax
liabilities than in 1880 by the Advance
Corporation Tax refurds,)

Almost all of the increase in income
from manufacturing affiliates in devel-
oping countries was in Latin America,
Within Letin Ameriea, Brozil and
Mexico accomnted for over three-
fourths of the inerease; Argenting ne-
counted for » large share of the remain-
der. Although Brazil had the sharpest
increasze, it represented only a partiol
recovery from 1979, when income hnd
declined sharply beeause of anfavora-
bin economic conditions and o lavge
devoluation of the cruzeiro; n substan-
tial portion of the Incrense wasin trans-
portation equipment, where, partly as
n rezult of increased sales by affiliates,
income shifted from nemative ta posi-
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tive. In Mexico, the incrense was more
evenly dispersed among industries, nnd
reflected continued economic growtl,
spurred by the devalopment of its petro-
lemm vesgurces.

Income from afliates in “ofier™ in-
dustries increased & percent, to $12.6
billion. Tt incrensed T percent in devel-
oped eanntries, 3 percent in developing
conntries, and 44 pereant—rfromn o very
smnll base—in  “international,” The
inerpase in developed countries wag in
Cnnada and *other” developed coun-
tries, partienlarly the latter. The in-
crense in Canada was largest in mining;
part of it refleeted 4 nonrecurring capi-
tal gain on the previously mentioned
conl mining affilinte’s sale of its petro-
lenm affiliate, (If the T1.5. parvent had
owned the petrolonm affiliste direetly,
the eapitn]l gain would have acerved
divectly to the parent and would not
hnve bean included in income from for-
ciga nifilintes.} The inerssse in “other”
developed counéries was concentrnted
in Japan and Anstralin, In the former,
it waz centered in banking and trade,
while in the Intéor, it soag sprend aver
gaveral indnstriez. Income from Enra-
pean affilintos declined ; the deeling was
in banking and trade.

In dovaloping sountries, ineome from
nfiiliates in “othor™ industries increased
slightly in beth Latin Ameries and
“pther” developing countries. In Latin
Amorien, ineveases in trade and bank-
ing were Invpely offset by n decline in
finanes {exeept banking), insuranee,
and real getate. The labtor pavtly ve-
flected nn increase in interest payments
Ly T1.8. parents te thoir Netherlands
Aniillenn financa aflilintes. which, as
noted above, had substantially increased
theiv lending to the pavents in 1973 nnd,
to nn even proater extent, in 1980, [The
inereasa in interest payments didl not re-
sult in a comparable, offsetting incrense
in the carnings component of income
from theze affilintes becansze they, in
tiurm, had o moke increpsml infcrest
royments to foreign lenders.)

The rate of vefuswe on the diveet in-
vestment position is defined as the vatio
of income to the average of the begin-
ning- and ond-of-year positions. The
rate is an average for existing invest-
ments, at historical boolc voluo, and can
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thus be of only limited use in prediet-
ing the profitability of prespective new
investments,

Tho mate of return declined from £2
percent—a very high rate by historical
stanidards—to 18 percent, becauvse of
Loth a 4-percent decline in income and
2 li-percent increase in Ehe avernge
position. The rate of return declined in
] three major industries—from 38 to
3 pereent in petrolenm, from 18 (o 13
percent in menminctoring, nnd from 18
ta 1T pereent in “othor® industries.

The very high rates of return in pe-
trolewm in “other” developing coun-
tries—579 pereent in 1979 and 78 per-
cent in 1980—cceurrod becanse o few
inrge afiilintes cither had substantial
acconnts receivable due from their 153,
prvente or hnd transferved accounts re-
reivable due from third parties o their
parents for callection. In both cnses, the
pnrents’ divect investment position in
the nffiliates wes redoced, but income
wis essenfially unaffected. The sharp
decline in the rate of veturn from 197D
to 108 Ineeely veflected the reduction in
ircome from, nnd the elimination dwr-
ing 1880 of the negative position in, the
pevionsly mentioned Middle Rast
Leanch of a WS petreleum company.

Fees and Rovalties

Fees and vovalties increased 14 per-
cent, to §5.7 Lillisn {table 2}. Reynlties,
license fees, and other feos for the sale
or nge of intangible property—such s
patents, indnstrint processes, trade-
marks, and copvrights—inereased 20
perzent, to $3.6 billion. Serviee charges
and ehavges for the rental of tangible
propoty increased 12 pereent, to $1.8
Lillion, Film and television tape rendals
declined 28 pereent, te $0.5 billion.

Fees and voyaltics from petrelewm
nfliliates declined 27 percent, to 5002 bil-
lion. The decline was in serviee charges
and rentals from affilintes in “interna-
tionnl” and in “other” developing eoun-
trice—primarily the Middle Eost,

Fees and royulties from manufeeiir-
#ng nffiliates increassd 18 percent, to $4.0
billion. Qver two-thivds of the increase
was in Europe, mostly in reyalties and
license fees, Within Eurepe, the in-
crease wns concentrated in chemicals.

Augnet TH8L

Fees and royalties from affiliates in
“other” industrics increased 21 percent,
te $1.5 billion, The increase was concen-
trated in developing counfries, where
fees and voyalties increased 50 percant.
Within the developing countries, most
of the increase was in service charges
and ventals.

Terhnical Note

For yenrs heginnlog with 1877, estimates of
the T.8. direct investment position sbroad
aud of transacilong hetwesn 1.8, parents and
thelr foreign niflinkes have besn revized to
intarpornta the reanlty of the 1077 banchimorlke
sucvey of L3, direct investment abroad, The
purpese of the survey wis to obtain complete
and accurate information on such jnvestment
in 157, Tho sarvey o n cansus, Iintended oo
cover the invesiment uoiverse, Teports for
$540 U5 porent compnoles nnd Hele 24,000
foreizn aflintes wera raceived”

The 1977 survay wos ihe fret benchmarck
gurrey of T8, direet Investment nbroad eon-
dueted wnder lw Internnticnal Investment
Gnrvey Act of 1970, The act requires thnt o
henelhmnck sncvey be condncted ot Tonst onee
overy [ venvs. I'vevlig hanalimavie saresyn,
canducted ander authoricy of the Bretlon
Wonle Arrorments Aot of MG, were tess fre-
mnent and less romprehensivs in terma of the
types of ioformatton collecked. The Jagt snch
sprvey covered 1000. Onrrent estimates Tor
the yeard 1007-T6 and proviovs extlinetey for
the yenre 1877 forward were linked bo thnk
HULVAY.

Table 30 showts five major ttome for 1877 on
oo lngee—012 Topnrted in the 1977 benchmark
sorvey nnd ns previonsly sstimated hy Unklog
to the 1188 banchmark survey, Tubleg 11-18
ghow four of these ligms in zroptar datnll for
1970 and 1D8F; datn for I97T are showi: In
thio same detail in 0.8 Direod Favesinead
Alrand, 1977, and for 1078 nree arailable npon
npon reqaest.’

The vemninder of thiz nots i divided {nto
two sectlons. The Arst explaing the procedure
uged to exmand the sample dota eoflected in
nonbenchmack yeara to onlverse estlmates,
and the gocoml semmarices the mafor differ-
ences hetwasn tho previous ond revised series.

b Am additlhool 16328 wery small afllintes—
thoac with toia? oescts, salew, and et focome of
lean thnn SC00.000—era cxotnpted fram L survey
in arder te redece the reportlng burdon om com-
pnales, Caspite thetr InTge nomeer, exempt amilletos
necounted far 1 porcont or Tews of the assdks, padea,
anid net Income of oll afllnbes, Thus, coverage ol
the oolverst I8 toctik of valuc wog  virtually
cémpleke.

0. Am exploined below, tht 1077 date en equity
amil Intercompony acemint onlAowe dlTar from
thoee published In eonjtdoetion with the benchoimrk
surrey, Deballed 1877 awta for this diem, om well
As the detndled 1078 atimmten for other itoms, may
ba obipined by writing the Dorein of EcoAdiois
Analrels [DE-3), T8 Doprtmint of Comcree,
Waoshingten, ILC, 20230
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Extimation procadore

For 1077, the dGts nre those reported in the
penchmATk surcey. For gll itema exeept equlty
and Intercompany accornt ootflows, the datn
cover the unlvavan of afillates, Tor equity
and intercompony Bvermt cutflons, the datn
covar only afillates that vrere reported in both
tie henclimerk survey and the qinrtorly anm-
pla zorveys: therefore, data for the bench-
mark YeAT AT€ consistent witl those for fhe
nonbenchiark yenrs, which, ng  dlscysed
hoalow, arg the ;um of reportsid somple dato.
In privelple, thla peroolited o Letter estimits
of year-to-poor cheoges in outows than
would have bsen possille If the datn for Lhe
universe roporied In the benchmark servey
and puobilshed dn 8. DNreor Fvcstachi
Abroad, 1077 had boen used instend.”

For years Legloming with IDGTE, unlvarsc
gutican fes ware obtained by extenpelnting for-
ward the 1977 Lenchmark survey dota, bose]
o quarterly eamople dalks eollectesd In Hioao
rerr3, Uinlverge estimates wore generolly ole
tained oz the snm of thrés componenta: (1)
chrrent-periad Jeta for o matehed sample of
nMflintas—l.r., for efitates reporied §a Poth
the prior and eorcent periods (2) currant-
period datm for afilintos Bew to the gamdle,
md {8 nn astimnte of purrent-poriod daia
for afiletes that existed in both perlods Lot
were i 1n the meiched saomple® The (ird
enmponent was, in targ, obtained ne the prail-
net of tero fnetore: (1) the prior-terisd uni-

7. Beckuse it vk messornd Jiroely In the bonel-
MaArk surecy, tother than belng comaltrueted sa n
camuletion of capliml gutiows pnd volustion md-
foetments, tha U8 dircet Investment pogitlon
oheaad ot yearend 1077, ax publizhad im thia npe-
tele, was not aNoeted by the coverapt of 1677
annliy And {mtoreampnby geopent autflowa.

0. For 1074 and 107{, the prior parlod wes the
previous pear: for 1080, It wha the safc quarter
of the proviods yenr. For 1072 atid 1070, foenael
ontimotes were opialhed Amt: Den quertsrly ootk
Wikes Cor those Ieemg Chnd ore ineleded 1o the 0.8,
intepnational transnctions mcoooomta were proparall
by 1l) alletaMng omong quariers tho diference
batweorn the wpnnsl ecHimate for o Siven poar and
the qum of reported quartorly dato, asd () addiog
thoxe allgested nmounts to the reported samplo
Mata far ened nuarier. Fer 1030, guorktecly satl

Ma wers propared dicectly and sammed to xold

nsual gathmeben, Tho mothod weed for 1080 Is tha
one BEA usca to prepmye gqearterly cabimatsg on n
curvvat bamle, Thut methad could net be usnd for
DTG, parlly becmum: qoortcrly oalvorse dote for
ITTT wern not wyellabls to Edrva ss & beochmark
that mould be extrapointed to quecterly univaese
oatlmates oy smbzoquent yenrs. (Coly manun? (ate
were folleeted In the bonehark sorvey ;. i, for
Rl zenrs, the distributlom ©f unlveran catlnnbes
anigng uarkera relects only the quarterly distrlbo.
flon of reported smiple dmta.] In oddiflon e
Regkthod peod far 1078 and 10TH wns mare eConDme
L2nl to apply than He ane neod for 1068, and Itg use
tnibled HEA to¢ mdhers to 1B custokiney publieo-
-t zehiduly deaphte the agded taek of lnking the
smmple gatn (¢ 4 new banchmark sorvey, Althougl
from & eoncoptual wtnndpoint, produsieg qunptery
Chtlmates dipectly as sorinip advantoges ovep dos
riving WLom resldually, the chodes of aotlhag v In-
tonraquentinl fran & prostienl stondpolat. bocnvae,
bnce Ml reporks were moo red, the Teporial ELmp
dain aecouoted for m very r2e propecton of the
Unlverzq tatimety baend on slthor mothod.
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veres estimete, adjusted to exclnde dote for
offillatos eold or lguidated selnce the prlor
parlod, less prinr-period dnta for afillotes In
the matched somple, ond (2) thoe rothe of eo-
rent- to prior-pericd data for the mnteiod
wariple. The first factor 1= am estimgle of
pripe-periedl data for afllates exleting 18
Loty perfeds but not in the matehed sample.
Ji= multipliention by the second Fecior as-
anmed, In efect, thot the doto for these nffit-
ates grew ot the same rpte 49 the dolo for
nffliates in the makched samplo. Adjnstments
vwere mifde where this fssumptlon =cemal
nniikely to hold.

Universe astimntes were computed for ench
conntey-indostry cell sliown tn the published
tablew Universe estimobes of intersst, divi-
ilends, sarnlngs of wnincorporabed afllates,
enrnings of incorparated affiliotes, wToltles
and tlcense feen, service charges and cencals,
and flm and television tapo rentals were dém-
pinted ga deacrbail alovs. Tnlrarae esllmates
nf withhiglding texes on dividends wete ob-
talnad by multiplylng the oniverse extimates
af dividenda hy foraigh withiiolding tix rntoes
derlved from dein reporcted in the henchmark
gurver. Bqulty and inteceompany aeoonnt out-
Borwe nnd valhintton adjustments wace a8 re-
pocted in (e gample Burveys; no estimates
were mude for unreported dotet Universa
agtlmatan of velnvested earningy; His 2um
of intarest, dividemds, and sarninge of ohin-
corporated ofliakes; earnitgs; incpme ; capl-
tal outdows: and fees and royoltes wers
daerlved from the estimates of Iteme mean-
fianed previously. Universe estimatey of the
direet investment positlon were obiglned as
the sum of the provious year's posltion,
current-yaar capital outdows, ond cucTent-
rear valuption odjustments,

Chorges in concepia, dagniiions, and
prasentation

I preparation for the benchmerk sarver,
a thorough revlew was made of direct inveat-
ment conceptn andd definitlony, ond of the
toble Tormots uvszed Tor deie nresentiolion.
Bnjor differences {n concepts, definltlons, ond
presentatlon Betwasn the previous and the
revlead series are suminarized below. Addl-
tional detalls may be £ound lo 7.8, Diree? I'n-
weatwenl Adbroad, 1377,

Lexg-thon-10-perment owugrehin fdercels.—
In both the préviomra and tevised serlex, a
pelvate U2, jovestmens alwopd waz con-

0. Reporied sotiple dita op cqulty and iobircom-
many necount ootRowa fendml to be ozbromely vola-
tha and wore chinbaeberisad by Treqeeht sEn reter-
WALk thos, they could nok Lp wsed as o baslz for
peoridlpg  pelinbie ptimater of unrcpoyisl treos-
netlons, partleolorly for iodividusl eowntrith and
indostriea, Use of the keportoed shnple data alpas
nerumed, Ln effcct, that tnreperked trnneactlens
nettod 64 sero==bi, Ehat oobfoom be some ailllotes
wore acactly offwat by Inlowe from others. To the
cotent that thin ossomptlon did oot wold v Dect,
published soiflows mre Hasnl, In fowisedl d0tn, 1he
blaz ‘s probably emall, beckuse, ouce il ropoxta
hinver #n recetved. the somple Laa generally beeo
fapmd ta pecount for m large proporilon of the
universe.
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sldered o direct, cother thao 8 portfolls, in-
vaptment i a singla U.%. peracn owoed At
lenat 10 percent of the voling mecurltlez {or
Che squlvalept) of o forelgn Lusiness etley-
prize. However, in the previons seties, an Ln-
terest of 2 U.5. persoi: of lega Chan 10 parcent
wig also included in direct investment In twao
cuses: (1) when ancther 11L&, person held an
intereut af wt least 10 petcent in the sama
forelgn Unzlness enterprise, aod (2) when, io
the cose of a publicly beld foredgn company,
tha combinad Interast of all 1.5, parsons wis
at least G0 peveent. In the reviged series, di-
rect Investment is defined etrictly Irom the
viewpolnt of A siagle owner, And all lang-
than-10-pervent intergsts are included io port-
foliy investmett. {In actonlity, reclassificn-
then of investment in publicly hold companles
made Little differance bocpugs LA pwnelehip
L the only such companles of sigudfennt 3lza
Cell elow 5O parcant Lefors 1077}

Hiuwloraationad? category—In bhe recvimed
yeries, the “intecnatlonal™ category cansists
of aififlates that bhove operations spanoing
mora then ona countdry ond thot are engaged
in petrolegm shipping, cther water transpor.
tation, petrolenm (rnding, and ofl and gas=
drllling. {Aflintex in thess indostrlss thet
Iimve operations entlreiy Lo one suntry ave
clagslflail in thet country.) In tha previous
serien, the “hiternatlonal™ cotegory wiad de-
finel more broadly ; it inchrded, for example,
Netheriands Antlllenn finence piflintes |see
below) awd ot affllates engeged In nonpe-
trolenm trading, oiber Aoance and insneance,
ol constriction,

Felrotoem trading companizi—Most TLE,
petrolavm perent enmpanies have troding sub-
sidiaries, malnly Incorporated 1o the United
Stotes, thot ynrchare forcign-prodoced peire-
lenm gnd resall it to cugtomers in hoth tha
Unlted States and third countrles, In the pra-
vious periez, theze subzidintiey were clhagifed
ag foreign o¢ domastie, depsnding Inrgely
npran the reporting nnd consolidation prac-
tiees of e 0.8, perent componles. T proc-
emging e 1577 benchmark survey, BIEA At
templed o clogsfy these subhsldiorles mora
congigtently, based on olfscleve criterin ; there
eritaria mere alge applied In derlving the
exteapolated gerigs for 1078 farwnrd.

If n petrolenm tending subsldiney med anr
of the Lollowing eriterin, it wos usmally clngsl-
Med ne o foreign affiflabe: (1) the subslidiory
hrl ampleyess or propercty, plant, and aquip-
ment 1osatad abrood, (23 ibe buying and 2ell-
Ing of petroleum Lok place from o forelgn
loention, (&} the spbyldiory paid thxes to o
favalgs government, or {41 the subsldiary wig
Inearparated in A forelgn country. If none of
these criterie were met, the snbshlicry was
usnally fveated ns demestic (United States)
andl woz lncluded ag part of the conaoligated
1.8, company. In most cnsae, the npplicatlon
of thega criteria rosulted In the reclasslAco-
tien of the trading subsidiaries from forain
to doemeytle.

In the tFpleal stse of & anbsidiary thot wad
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reclassifted fvom forelgn to domestle, capiinl
and income {ranaecticns with T8, pareoms
ware considered foratga-to-domestle {United
Stetes) in the previons serie: and included In
the direct or portfolio Investment accounts,
the pecount depending upon whether the
treneactions ware with tha T8 parent, 58
pravionsly sotwglldnted, or wilih upafilaied
U.B. pargsong; Ln tha revised weries, the trans-
asttong are eohgiderad purely demsstic ond
are, therefore, not tocloded in elther Iavest-
mont aceonnt. On the other hand, the sub-
gldigrys irapsactons with foreign persons
were coneliered purely foreico o the prerious
serles end were, therefore, not ingluded ino
alther imvestment weoount; o the yeriged
serles, they Bre considered domestlic (Tnited
Biatas)-te-fornlghy and nre inchoded fo the 4i-
rect or mortfolio investment noeohnls, the
nocoant dependlog uboty whetlwr the [ransae-
tlons were with forelgn afillates of the 7.4,
porant, n2 nawly conpolidated, or with ool
inted forelgners.

Netlicrionde Antillcan faaece offiloles.—
In the previons serles, beginning in 1088,
intercomiany accounts exelrded fopdy thot
Metberlande Antlllean finance aMllatea (V.
were horfoWed fréom unafiillaoted loreigmers.
gnd then trnneferred te” B, parents, by
nifilintes). Inzstead, this borrowlng was
trented &g dlrvect borrowlng abreoad Ly the
U.B. porenta, and war Ineludsd in s poct-
folie lnvestment norounia, -

{Toxt coatinuod on . Sb)
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Table 15, ~Reinvested Earnings of Incorporated Affilintes, 1979
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Angust 1881

Centinoed ftom p. £0%

iost WV, effiliates were entablished by U8,
cotnpanias ih tesponse o the U8, mandttory
controle on direct iovestment, which were in
elfect from 1963 te 187, The controla en-
gournzed U8, companies by fnance their 43-
oot investiments wilth forelgn- rather than
U.5-zource Mnge NV, afillaies® torrowleg
abroad provided tevinin pdeontages—sieh an
taz benefits Bod lower costd of ineorpora-
Hot—over dlrect orrowing by 1.8, pATenis.
Bxcept for these ndvantages, the U5 parents
themaslres would probably hove borrvewed
pbrond, either drectly or thréogh their do-
meatie (Unlted Statea) fnonce zabsidicries.
Almast ol of the proceads of the N.V. adill-
ntes' horrowing woas in fact translerted (0
thefr .5 parente for Corther dispoaibion,
" aften to other foreign aMilates, AL the time,
jt wag thought that, instend of recording
tromafers of the procesds to ULE. parenta aa
dicest Lnvestmont Iotercompany meconnt la-
flows from Latln Amerien, suell transfers
ghmild ba recorded in the pertfolle Investment
neeonnt oz lnerespes In the 1.8, porsoty M-
ahilltles to nuaBliated foreieners in Eilrope—
the nitmate seuree of pearly all of the bor-
vowed funds Subsequent reduedons in U8
prreats’ [labllities to ithe N.V. afillates ware
resorded o8 payments of prinelpol by the TS,
pavents o unafidated fareizvere v Eorope,
ni interest payments on the borrowing by
the M.¥. nflliates wera recorded na Intarest
payments by B porents te unaflloted
toreigners in Enrape, Other capital transoc-
tlons between Y.H. parents and thelr N.V.
nffillates, such a2 increnses or decreasés in
equlty, ond dividends or other Incoms Bows bo
1.5, paranta, were Indluded in ¢he divect in-
vaEtment accounts but were classifed in “in-
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teypational and vnalloented” wather than n
th# Netkarlanda Andllez

In the yenrs immedintely follawing the dis-
mantiing of the divect Invegtmont contrels In
1874, mew horowing by N.Y. afiliates o
clloed and o smoller preportlon of the pro-
ceeds ware transfered o TLE. porents.
Rarently. borrowing by N.V. offiliates agzoain
necelernbed becnuse of fayorable conditlons
in the Burslond macicats

The dlctinetion betwesn M.V. nffilates ond
athet Ananee kfiates bos been dropped in the
revized perles, Al Lransoctlons of U8, parents
with N.V. nffilistes ore Indduded in the direct
ioveahmsnt acconnts, whers they ore ¢lasst-
fled in {he Netherloods Antllles. Ona advan-
toge of this treabment Iy thet it focilitntes the
integration of the two mojor trpes of doia—
balance of payments dota and financlol dad
nperatlng dnto—for soch nBllates collectsd
ln BEA's henchioark gurveys.

Aiiias and ship opergtors—In the previous
series, forelgn stntlone, ticket offices, ond
terminnl port facilides of n T.%. pirllex or
ghip eperator that provided serviees only o
the airline's or shin operator’s onm operations
werd ¢oiuddered forelgn wflliates and were In-
cludad Ln S dirert Investment abrood.
They zre excinded I'rom the revined series in
caces whete moet of tha yacvenves—egch an
Pagseneer fnrea nnd frelpbit chorfes—aoepllected
by theke fheilities were genernpied by the
trovel and transportaticn services rendered by
the aitilnes and ship operatars of whieh they
nre o Tirt. and nok by the activitles of theza
facilities per s, Aowever, it the taciliticg pro-
vided gorvices primartly to onadllaked
perania rater than to the nplflines or ship
operators that own them. they are considared
aflintes and are dncltded In divéet fnvesrt-
ment.

33

Industry claspificalion,—In the previous
goriea, tha indostry elosal fentlon of ony glven
affiinte waz s reported 1o the IS bench-
mark survey. In the revised serles for 1077
torward, eaelr afbliede iy clogsifed In the in-
duostry Iz which ita sles (or gross vperating
revantes) were largest in 1977, o reported
in tha 1877 benchmark survay.

Format af peofished @hicg—In teblea 11-
18, the deiofl by Induetry hus changed sllightly
feom  previoua publicntiony. Nonelecfrieal
machioery, elecirice]l mochinery, &nd bank-
ing, which provionsty oere combined or In-
cluded in another catéEary, nre now shown
zeparately. Tronsportation, communicotlon,
and public wdilties, which was previously
showmn espaTabely, 2 now Incleded in “other
indnstiries*

The detoll oy country hos been erpanded
from that previogsly published. In addition,
the method of grouping connirles within
Latin Anwxien bps ehanged, Lot Amecican
fountries a¥e now grouped strictly clong
smigrophical lines, pecording bo whethar they
pre lochtad o Somih Americs, Central Amer-
lem, or “Other Western Hemlaphere™™ In
prevlos publlcetions, they wers grouped nc-
cording to whkether or not they wore one of
the 20 eounteies deyimmnted e “Letln Amer-
jean Bepablled,” A combplaeta lzting of eoun-
trligs, which showg the inglvidual coimtries
coutalned ju the sobtetels ood residuel
tether'} caboporles in table 11-18, moy Le
found in toble B, pages 8 and 7, of 178, Direct
Favasimert Abroad, 1977,

10. Althongh the J1€ceencen aoe relalively minot,
it Aol ¢ noted thot “Creer Western Hemd-
aplhera ' lo tabdes 11-18 doos mok refer to cametiy
the sume 2ot OF coumiries au the eatefory By the
sume Name i previous pohilestlons,




